 Research Report 
Client – Mr Bashir
Prepared by – Ceri-anne Johnson 
Here we have the prepared report for our client Mr Bashir. He has asked for advice on setting up a limited company on waste ground, he would like to do this in the form of a community centre. Mr Bashir would like this company to be set up in aid to give back to his community in which he grew up in and to provide a benefit to the community, therefor we have researched the options available to the client to set up with a sole aim to help the community and looked at the special rules around this. Mr Bashir is a successful property developer in which he has been for many years and would like to continue to do so.
Research findings 
Based on the current findings Mr. Bashir has the option to set up a company limited by guaranteed. This means that the company would be ‘not for profit.’ It would be a company without shareholders and will be owned by members known as guarantors. Guarantors will agree to pay a specific amount in the event of the company being set up. By setting up this form of company any profits earned by the company would then be reinvested back into to company and used for a different purpose. Limited by guarantee has its own separate legal identity which enables them to borrow credit, buy a sell property, employ human resources, and defend a lawsuit. A memorandum of association is drafted for such companies specifically (urban guide,2018). 
 The company would be legally separate from the people who run it, separate finances to the owner, will have guarantors with a guaranteed amount and will invest any profits back into the company (gov.uk/limited company).
Limited guaranteed companies do not automatically have asset lock, but they can plan to have a bespoke article to include asset lock. A community interest test and asset locks are in place to ensure that the community are getting full benefit (the asset lock,2016).
As a proposed company of limited by guarantee and being not for profit it would be exempt from having the word LTD after its name especially if the company is set up for use of community for certain projects such as education, religion, charity, and other professions (company law club). A company limited by guarantee must include LTD in its company name, this would gain the trust of potential clients and investors. 
As a private limited company which is guaranteed it will have members rather than shareholders and members are classed as guarantors. These guarantors then must agree to contribute a fixed amount towards the company in the event of closure. Liability is guaranteed and limited to one pound per member (Korchak,2017). This would be an advantage for members and the owner of the company as there would be limited liability which means they cannot be sued for the debt the company incurred because it would be the companies’ debts and not the individual members debt (bailey,2021).
As a private limited company, the business must have one or more members to be restricted by guarantee. Members and shareholders hold the same rights which will include voting, attending meetings, the choice of director all subject to additional requirements set out in the companies Act 2006. At all times, the control of the business remains under instruction of its members. The process of set up for limited by guarantee is threw the gov website and is a relatively simple step by step guided process. 
Community interest company 
[bookmark: _Hlk99403114]Based on the research The gov.uk website also states that another way Mr Bashir could set up a business for the community would be through a community interest company (CIC). This type of business is purposely set up to benefit the community rather than private shareholders. To have this type of business Mr Bashir would need to provide a community interest statement CIC 36 form with a clear explanation of his plans. He would then need to make a legal promise to advise any monies made will be solely used within the business/ community. This would involve setting limits to shareholders, to have a constitution draw up and finally to get approved by the community interest company regulator (gov.uk/cic). 
CICs are the most recent types of limited company that have evolved and have been put in place to allow people who would like to operate a business/social enterprise that could benefit a community. According to Witchard (2016) CICs are a useful way to form a legal holding for many local assets such as community halls and other small facilities whether that be directly to the public or through other sources.
 In setting up a CIC it will automatically gain an asset lock this means that the assets of the business are transferred to a different company. The asset lock’s purpose is to ensure the business does actually benefit the community, and that nobody else can benefit from the business (asset lock,2016).
 CICs and other companies can impose a ‘floating fee’ on particular assets that fluctuate, to be specific things such as shares or debts. The floating charge floats on top of assets charged and acts like a safety net. Once a charge is triggered or ‘crystallise’ the net will decrease and cover all of the charged assets at that current time. Floating charges will only become active when certain circumstances specify in the charge terms, or if the lending facilities which the charge was granted were met. These such clauses are set aside from other companies and stop demutualisation and huge profits being paid to shareholders and directors.
 Once a CIC is up and running it will continue to provide a benefit to the community until it gets dissolved or turns to a charity. If the company was to then be dissolved under the insolvency Act 1986 then any assets that are left over will go to creditors or transferred to another asset locked company such as a charity of another CIC. 
 According to the CIC regulator it says that a CIC is quick, easy, and inexpensive to set up and is solely for the benefit of a social enterprise (CIC regulator,2016). The process to set up a CIC is an online application which is the simplest way to do this, however there are post options available to. It has a small set up cost of £27.00. When setting up a CIC the wording CIC must be present at the end of company name this would indicate the nature of the company. 
Charitable incorporate organisation 
Another option for Mr Bashir to consider could be a CIO Charitable incorporate organisation. This type of company would not be incorporated under the companies Acts and is not subject to company regulation. It also does not need to exist or have any charges registered to companies’ house. There would be rules to follow under the land of regulation Act 2002 if the land were to be incorporated by a charitable organisation. Similar to a limited company charitable incorporate organisations can buy, sell properties in its own name. Its members could have limited or no liability at all for creditors or debts. 
According to fisher,2018 a CIO has many more options to produce income, this is a crucial point for any charity to enable it to be a success. Most charities are regulated therefore receive many donations and enable them to fundraise through events set up. A charitable organisation will need to register with the charity commission and will have many similar benefits available to them like a limited company would have. 
The charity commission 2004 states that the government recognises that community centres allow space to enable facilities within a community which would create a significant impact on most communities. They say that they create diversity and innovative approaches to local problems and identify the community’s needs. 
A CIO set up will be upon registration with the charity commission. Once registered it will be given an organisation registration number. CIOs are non- exempt charities which will need to register with the charity commission no matter the income. CIO’s must have an office based in England or Wales with an address for service and with a register of its members or trustees. Also, as a CIO company you would need to ensure to submit annual returns and accounts. 
As part of the charities Act 2011 described in section 211 a CIO status needs to be evident as part of its name or if not, its status must be clear in all locations, communications, and conveyances. Once registered as part of the charity commission it will need to be visible that it has CIO status. Any failure to comply could result in sanctions for the trustees. According to gov.uk,2019 CIO’s trustees could incur liability in certain limited circumstances which would mean the contribution to assets on dissolution if they allowed the CIO to continue trading wrongfully. Depending on the constitution first set up members maybe liable to contribute on set up as well.

Advice to client 
Based on the research collected it would show a range of options for Mr Bashir to consider. The project in which the client is looking to provide is clearly being set up to benefit his community where he grew up in which he wishes to give back to. 
By Mr Bashir setting up a limited by guarantee company the charity commission says that they have there own legal identity which could be of benefit to the owner as it will ensure that they are not personally liable for company’s debts , the members are only liable for debts if the company goes bankrupt and this will be the fixed amount set up in the constitution. Limited by guarantee is also a quick process to get set up which can be done online with a small fee. Anybody can be guarantor and it would require one guarantor a one director to get started, the same person can also be both to enable a quick set up. 

CIC company set up can hold many benefits to an owner such as, Greater flexibility as it has no trustees, the directors can still be paid but with regulations in place to avoid huge pay-outs, it will have no tax incentives and requires fewer reporting requirements. Also, once a community benefit report is created it can be visible for the public as a public record. this will show the company’s plans for the future and what it is going to be providing the community. 

By Mr Bashir setting up a CIO he could benefit from having none or minimal liability for any debts occurred from the organisation. The CIO ‘s members will also have limited liability which would provide its trustees with protection to a certain standard. Being a CIO It could benefit from tax breaks and any gift aid or donations. A CIO is a new structure put in place and so funding for such institution could be a problem should he seek help from financial institutions.

Should Mr Bashir require any further information it would be beneficial for him to contact us, and we can go through his options based on his circumstances, we can then advise further on the best options moving forward. 
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